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About ConocoPhillips: 
ConocoPhillips is headquartered in the United States and is the world’s largest independent oil 
and natural gas exploration and production company, based on production and proved reserves.  
After our repositioning in 2012, which resulted in the spinoff of our refining, marketing, chemicals 
and gas processing businesses into a new, independent company (Phillips 66), we are now 
positioned to focus exclusively on oil and natural gas exploration and production.  ConocoPhillips 
employs about 17,000 people worldwide, and we operate around the globe, exploring for, 
producing and transporting light oil, heavy oil, oil sands, natural gas liquids, conventional natural 
gas, coalbed methane, shale gas and oil, and liquefied natural gas (LNG). 
 
On Tax Reform Generally: 
At ConocoPhillips, we believe that tax reform can be achieved without harming our economy or 
the important federal programs that depend, in part, upon funding provided by income taxes.  
Specifically:  

• We believe that tax reform should be done in a way which does not discriminate against 
specific industries, but instead creates a tax system which is applied consistently among 
industries;  

• We believe that a reformed federal tax system should create a level playing field for U.S. 
companies competing in the global marketplace and avoid double-taxation of foreign 
earnings; and 

• We believe that, if done properly, tax reform can help our economy grow and lower the 
corporate tax rate, without discouraging new investment by capital-intensive industries, 
thus providing even more opportunities for all Americans to prosper.     

 
ConocoPhillips, along with the oil and natural gas industry generally, is subject to income tax 
rates on worldwide income that are among the highest across all industries.  In the United States, 
we pay significant other, non-income taxes and royalties to the federal government and state and 
local governments, in addition to income taxes, while investing billions in the U.S. economy.  One 
of our key tax-related concerns, as we move forward toward comprehensive tax reform is outlined 
as follows: 
 
Dual Capacity Taxpayer Modification: 

• Of our approximately 8,000 U.S.-based employees, almost 1 out of every 4 works in 
support of our overseas operations.  This means there are almost 2,000 high-paying 
American jobs that would not exist, if their U.S.-based employer, ConocoPhillips, could 
not effectively compete overseas.   

• ConocoPhillips pursues overseas oil and gas projects based upon where we can 
economically recover oil and gas reserves.  Because natural resources are immobile, we 
must invest where the resources are located, and until the recent shale revolution in the 
United States, a much larger portion of that investment opportunity existed outside the 
U.S.  

• Recent proposals to modify the dual capacity taxpayer rules would result in double-
taxation of oil and natural gas companies including ConocoPhillips, and would impose an 
additional layer of tax on our already-high tax liabilities.  The global energy marketplace 
requires us to compete against non-U.S.-based companies, which are not subject to an 
additional home-country tax.  We must also compete against companies which are 
owned or effectively controlled by their home-country governments.  Given the global 
economic environment of the oil and gas business, double-taxation on foreign earnings 
will make U.S. multinationals, including ConocoPhillips, less competitive, as higher taxes 
means higher cost of business compared to foreign-based competitors.  An “uneven 
playing field” will have a cost in terms of reduced U.S. jobs, energy development and 
energy security.   
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• Over the past six years, about two-thirds of ConocoPhillips’ oil and natural gas earnings 
have come from outside the United States; whereas an increasing part of our spending 
plans are targeted at domestic development.  We believe this shows a clear connection 
between our ability to cost-effectively repatriate our foreign earnings and our 
contributions to domestic job growth, infrastructure development, and improved U.S. 
energy security.  Changes to the dual capacity taxpayer rules would impose double-
taxation and would substantially restrict our ability to maintain such a significant 
repatriation of earnings, and would, therefore, hurt our ability to invest domestically. 

• To help illustrate the impact of the oil and gas industry’s earnings repatriations, one only 
need look at the repatriation holiday enacted in 2004.  Section 965 of the Internal 
Revenue Code, enacted as part of the American Jobs Creation Act in 2004 [Pub L 108-
356, §271, 118 Stat 1418], provided U.S. corporations with an 85% dividends received 
deduction on earnings from foreign subsidiaries, resulting in a reduced rate on profits 
repatriated from overseas.  Based on the effective date of IRC § 965, and the applicable 
period of the election to apply it, most repatriations occurred during 2005.  In a recent 
report, the American Council for Capital Formation (“ACCF”) analyzed IRS repatriation 
data for the years 2000 through 2009.1   The link to the report online is as follows: 
http://accf.org/news/publication/why-do-u-s-dual-capacity-rules-matter-ten-qs-as.   

o The analysis clearly shows that total repatriations increased dramatically during 
2005, per the provisions of IRC § 965.  In that year, total repatriations, across all 
industries, increased seven-fold, compared to the yearly average of the previous 
five years.  Oil and gas industry repatriations also increased during 2005, 
although they fell as a percentage of total repatriations - not because oil and gas 
companies reduced their repatriations but because other industries dramatically 
increased their repatriations.  During the five years prior to 2005, oil and gas 
repatriations ranged between 11 and 21 percent of total repatriations.  In the four 
years shown on the table since 2005, oil and gas repatriations have ranged 
between 19 and 31 percent of total repatriations.  This clearly shows that the oil 
and natural gas industry, including ConocoPhillips, is returning its cash to the 
U.S., investing in new domestic energy projects, creating U.S. jobs, and 
improving America’s energy security. 

o The same ACCF report which contains the repatriation analysis also includes a 
useful example of how the double-taxation resulting from proposed dual capacity 
modifications would impact a U.S.-based company, versus its foreign-based 
competitor, when vying for a similar project in the same foreign country.2  In that 
example, taken from a real-world fact pattern, the U.S. company’s overall tax 
burden would increase, under the proposal, from 35% to 51%; and the rate 
applicable to its foreign competition would remain at 35%.   

 
Summary: 

• At ConocoPhillips, we believe that a comprehensive pro-growth approach to tax reform 
will help stimulate our economy, bring greater certainty to the tax system and can be a 
catalyst for future prosperity. 

• We have concerns related to the taxation of our foreign operations, not only under the 
current system of worldwide taxation, but also in the context of tax reform.  If the 
proposed dual capacity taxpayer modifications are enacted in a discrete targeted 
measure or included in any tax reform effort, the result would be a punitive tax increase 
on U.S.-based companies that must compete with non-U.S. companies in the global 
marketplace for access to resources, both at home and abroad.   

                                                      
1 Why do U.S. Dual Capacity Rules Matter? Ten Q’s & A’s, Pinar Cebi Wilber, Ph.D., American 
Council for Capital Formation, November 2012, Pg. 6.   
2 Ibid., Pg 3. 
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